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Executive Summary
Purpose
To determine whether the costs reported by Bilinguals Inc. (Bilinguals) on its Consolidated Fiscal 
Reports (CFRs) were calculated properly, documented adequately, and allowable pursuant to the 
State Education Department’s (SED) Reimbursable Cost Manual (Manual).  Our audit covered the 
three fiscal years ended June 30, 2011. 

Background
Bilinguals provides Special Education Itinerant Teacher (SEIT) services and Preschool Integrated 
Special Education Services (collectively referred to as the Programs) to children residing in New 
York City as well as Nassau, Suffolk and Westchester counties.  Pursuant to the State Education 
Law, SED establishes reimbursement rates for special education providers based on the financial 
information reported in their CFRs.  For the three fiscal years ended June 30, 2011, Bilinguals’ 
Programs reported a total of $13.3 million in reimbursable costs.  

Key Findings
We identified $875,729 in non-reimbursable costs including:
•	$243,950 in compensation paid to 17 individuals who did not provide services to the Programs 

during the audit period; $44,277 in improperly allocated personal service costs; $27,329 in 
excessive compensation paid to the Executive Director (ED) and the Assistant Executive Director 
(AED); and $218,682 in bonus payments that did not comply with Manual guidelines;

•	$29,722 paid for the personal benefit of Bilinguals officials and staff, including but not limited 
to, the costs for a Manhattan apartment, cable television and three vehicles for the ED and AED; 
and $15,895 paid for gift cards, clocks, parties and funeral expenses (for a Billinguals employee); 
and

•	$205,695 paid for international recruitment expenses for unqualified individuals and for 
individuals who did not come to work for the Programs.   

Key Recommendations
To SED: 
•	Review the recommended disallowances, adjust Bilinguals’ CFRs and revise Bilinguals’ tuition 

reimbursement rates, as appropriate. 
•	Work with Bilinguals officials to help ensure their proper reporting of reimbursable costs. 

To Bilinguals:
•	Ensure that reimbursable costs reported on the CFRs comply with Manual requirements.

Other Related Audits/Reports of Interest
Bilingual SEIT and Preschool, Inc.: Compliance With the Reimbursable Cost Manual (2011-S-13)
IncludED Educational Services, Inc.: Compliance With the Reimbursable Cost Manual (2010-S-59)

http://osc.state.ny.us/audits/allaudits/093012/11s13.pdf
http://osc.state.ny.us/audits/allaudits/093012/10s59.pdf
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State of New York
Office of the State Comptroller

Division of State Government Accountability

June 26, 2014

Dr. John B. King, Jr. 
Commissioner
State Education Department
State Education Building - Room 125
89 Washington Avenue
Albany, NY 12234

Ms. Julia Matuza
Chief Executive Officer
Bilinguals, Inc. and Affiliates
7000 Austin Street, Suite 200
Forest Hills, NY 11375

Dear Dr. King and Ms. Matuza:

The Office of the State Comptroller is committed to helping State agencies, public authorities 
and local government agencies manage government resources efficiently and effectively and, by 
so doing, providing accountability for tax dollars spent to support government operations.  The 
Comptroller oversees the fiscal affairs of State agencies, public authorities and local government 
agencies, as well as their compliance with relevant statutes and their observance of good business 
practices.  This fiscal oversight is accomplished, in part, through our audits, which identify 
opportunities for improving operations.  Audits can also identify strategies for reducing costs and 
strengthening controls that are intended to safeguard assets. 

Following is a report of our audit of the State Education Department and Bilinguals Inc. entitled 
Compliance With the Reimbursable Cost Manual.  This audit was performed pursuant to the State 
Comptroller’s authority as set forth in Article V, Section 1, of the State Constitution and Article II, 
Section 8, of the State Finance Law. 

This audit’s results and recommendations are resources for you to use in effectively managing 
your operations and in meeting the expectations of taxpayers.  If you have any questions about 
this draft report, please feel free to contact us.

Respectfully submitted,

Office of the State Comptroller
Division of State Government Accountability
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State Government Accountability Contact Information:
Audit Director:  Frank Patone
Phone: (212) 417-5200 
Email: StateGovernmentAccountability@osc.state.ny.us
Address:

Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236

This report is also available on our website at: www.osc.state.ny.us 
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Background
Bilinguals, Inc. (Bilinguals) is a non-public, for-profit special education institution that provides 
Special Education Itinerant Teacher (SEIT) services and Preschool Integrated Special Education 
(collectively referred to as the Programs) to children between the ages of three and five.   
Bilinguals, based in Forest Hills, New York, provides services to children located throughout the 
New York City metropolitan area.  Bilinguals’ staff, which served 372 students during the 2010-11 
school year, provides these services in the students’ homes, schools or neighborhood community 
centers. During the audit period, Bilinguals was affiliated with six other educational institutions 
owned by Bilinguals’ Executive Director (ED) and her spouse, the Assistant Executive Director 
(AED). 

The New York City Department of Education (DoE), as well as the other local governments 
referring students to Bilinguals, pays for Bilinguals’ Program services using rates established by 
the New York State Education Department (SED).  SED develops these rates using the financial 
information reported on Bilinguals’ annual Consolidated Fiscal Reports (CFRs) filed with SED.  SED, 
in turn, reimburses DoE and the other local governments for about 59 percent of their payments 
to Bilinguals.  

To qualify for reimbursement, provider costs must comply with SED’s Reimbursable Cost 
Manual (Manual). The Manual provides specific guidance to providers on cost eligibility and 
documentation requirements.  Reimbursable costs must be reasonable, program-appropriate 
and properly documented.  

For the three fiscal years ended June 30, 2011, Bilinguals reported approximately $13.3 million in 
reimbursable costs for the audited Programs.
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Audit Findings and Recommendations
For the three years ended June 30, 2011, we identified $875,729 in reported costs that do not 
comply with Manual requirements for reimbursement.  These costs include $541,405 in personal 
service costs, $128,629 in non-personal service costs and $205,695 in international recruitment 
costs.

Personal Service Costs

According to the Manual, personal service costs, which include all taxable salaries and fringe 
benefits paid or accrued to employees on the agency’s payroll, must be reported on the CFR as 
either direct care costs (e.g., teachers’ salaries) or non-direct care costs (e.g., administrators’ 
salaries).  The time and attendance of individuals whose salaries are charged to the Programs 
must be documented by an official time and attendance record or similar document.  The salaries 
of individuals who do not work solely for the Programs must be allocated based on their actual 
work effort or other reasonable allocation method (e.g., percentage of expenses).  During fiscal 
years 2008-09 through 2010-11, Bilinguals reported $7,988,731 in reimbursable personal service 
costs.   

Undocumented and Inappropriate Payments

To determine whether the personal service costs charged to the Programs were supported and 
appropriate, we performed unannounced physical observations (floor checks) of 64 employees 
whose salaries were charged to the Programs to determine whether they could be located 
working at those Programs during their regularly scheduled work hours.   We also interviewed 
these 64 employees to determine their job responsibilities and the amount of time each devoted 
to the Programs.  In addition, we reviewed the personnel files and payroll registers for 60 
sampled employees, including 18 of the above 64, to determine whether the salaries charged to 
the Programs were accurate.  We identified $243,950 in unsupported or inappropriate personal 
service costs as follows: 

•	$131,254 in salaries and fringe benefits for three individuals who were actually working 
for an affiliated program (Early Intervention) during the audit period;

•	$76,119 in salary and fringe benefits during fiscal years 2008-09 and 2009-10 for 11 
individuals who did not work on the Programs until October 2010 - four months after the 
end of the 2009-10 fiscal year;  

•	$27,752 in salary and fringe benefits during fiscal year 2008-09 for a teacher’s aide and a 
psychologist.  We could not identify the persons who filled these positions and therefore 
could not verify their salaries or the time spent on the Programs; and

•	$8,825 in salary and fringe benefits during fiscal year 2010-11 for an individual who 
worked for an affiliated out-of-state entity during that time period. 



2012-S-65

Division of State Government Accountability 6

Employee Bonuses 

The Manual defines reimbursable bonus compensation as a non-recurring, non-accumulating 
lump sum payment in excess of regularly scheduled salary and not directly related to hours 
worked.  Such bonuses must be available to all employees and based on merit as measured and 
supported by employee performance evaluations.  

During the audit period, Bilinguals awarded $2,011,016 in bonuses to employees.  We could not 
readily identify how much of this amount was charged to the Programs because Bilinguals did not 
report bonuses separately on its CFRs.  We examined the support for the bonus payments, made 
to a random sample of 30 employees, totaling $276,726 and identified $218,682 in payments that 
did not comply with Manual requirements, as follows:  

•	$153,793 in bonus payments to three direct charge instructional employees that were not 
based on merit but on the number of hours each employee worked; and  

•	$64,889 in bonus payments to 20 indirect charge (allocated time) employees that were 
not supported by performance evaluations. 

Excessive Allocation of Personal Service Expenses 

We identified 17 office-based Bilinguals employees whose aggregate salaries of $3.3 million during 
the audit period were over-allocated to the Programs.  There were no records documenting the 
amount of time each of these employees devoted to the various programs and affiliates.  To 
calculate a supportable allocation of their salaries we used the ratio expense method - comparing 
the total expenses of the Programs with the total expenses of all Bilinguals-related programs and 
affiliates.  We determined that $680,939 should have been charged to the Programs.  However, 
Bilinguals charged the Programs $725,216 for these employees - an over-allocation of $44,277.  

Bilinguals officials informed us that they made corrections to charged salaries for fiscal years 
2008-09 and 2009-10, but did not provide us with support for their assertions.  

Excessive Executive Compensation

The Manual requires that compensation paid to a provider’s ED and AED may not exceed the 
regional median compensation paid to comparable personnel in public schools for similar work 
and hours of employment. We determined that Bilinguals overcharged SED a total of $27,329 in 
executive compensation for the Programs during our audit period, as follows: 

•	During the 2009-10 fiscal year, Bilinguals charged SED $35,790 for the ED’s salary.  Based 
on the regional median compensation limits, only $18,584 in salary should have been 
charged, resulting in an overcharge of $17,206.

•	Similarly, Bilinguals charged SED $24,228 and $21,517, respectively, for the AED’s 2008-09 
and 2010-11 salaries.  Based on the regional median compensation limits, the combined 
AED compensation for these two periods should have been $35,622, resulting in an 
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overcharge of $10,123.

    Excessive Severance Pay

Three of our sampled employees were paid severance pay during the audit period.  According 
to the Manual, SED will reimburse providers for the severance pay it awards to its employees 
provided the cost does not exceed two weeks’ pay for a full-time employee.  We reviewed the 
personnel files for the three employees to determine their salaries and whether SED was charged 
the correct amount of severance pay.  We determined that the Programs were overcharged a 
total of $7,167 for these employees.  For example, one employee’s biweekly salary charged to the 
Programs was $575, yet the severance pay charged for this employee was $4,537, an overcharge 
of $3,962.

Non-Personal Service Costs 

For the three fiscal years ended June 30, 2011, Bilinguals reported a total of $5,071,120 in non-
personal service (NPS) costs on its CFRs charged to the Programs.  We sampled 20 CFR expense 
categories, totaling $245,306, and identified $128,629 of expenses that did not comply with 
Manual requirements.

The Manual requires expenses to be reasonable, necessary and directly related to the program 
for which reimbursement is requested.  Expenses of a personal nature, entertainment expenses 
and meals are specifically excluded from reimbursement.  We recommend SED recover $97,743, 
as follows:  

•	$38,863 for unrelated staff travel expenses; 
•	$25,379 for employee meals (including $3,752 for parties);  
•	$16,816 paid to non-Program employees for their college tuition;
•	$12,143 in gift certificates, clocks and funeral expenses (for a recent hire);
•	$10,931 in rental expenses for the ED’s and the AED’s personal living quarters (so they 

wouldn’t be too far from the office); 
•	$8,166 for non-Program-related advertisements and recruitment;
•	$5,615 for non-Program-related cell phone expenses;
•	$1,864 for non-Program-related evaluations and translations; and 
•	$830 in cable TV expenses for the above noted apartment.

Note:  These disallowed expenses add up to $120,607.  When we discussed these expenses with 
Bilinguals officials, they showed us $22,864 in Programs-related expenses that were not initially 
charged to the Programs.  Our recommended disallowance is the net of our findings and these 
additional bona-fide Programs-related costs.
 

Unsupported Vehicle Expenses

For the three fiscal years ended June 30, 2011, Bilinguals reported various expenses relating to 



2012-S-65

Division of State Government Accountability 8

three motor vehicles (a 2009 Lexus SUV, a 2011 Lexus SUV and a 2010 Honda CR-V) utilized by the 
ED and AED, as well as personal vehicles used by other administrative staff.  The $17,961 charged 
to the Program for these vehicles included lease payments, loan interest, insurance premiums, 
depreciation and repairs, and maintenance for the three vehicles assigned to the ED and AED, 
and gasoline, parking and tolls for these and other personal vehicles used by Bilinguals staff.   
According to the Manual, for these costs to be reimbursable, the provider must demonstrate a 
Program-related need for the vehicles, and document usage via a “vehicle usage log,” which details 
the vehicle operator; points of destination, dates and times of travel; and the purpose of each 
trip.  Bilinguals officials did not maintain the required vehicle logs or any other documentation to 
support the Program-related use of these vehicles.  

Miscellaneous Non-Personal Service Disallowances

We recommend an additional $12,925 in reimbursed expenses be recovered, as follows: 

•	$11,291 in equipment lease expenses that were reported twice on Billinguals’ CFR.  
Bilinguals reported these costs as both an equipment expense and a supplies expense; 
and

•	$1,634 in over-allocated telephone expenses. 

International Recruitment Costs

During our audit we identified $279,552 categorized on the Programs’ CFRs as “international 
recruiting” costs.  According to Bilinguals officials, due to a recognized shortage of New York-
based bilingual (English/Spanish) special education teachers and therapists, they find it necessary 
to recruit potential employees from South America (e.g., Argentina, Peru and Columbia).  
Recruitment costs include paying consultants for identifying foreign candidates who qualify for 
H-1B immigration visas (which allow U.S. employers to temporarily employ foreign workers in 
specialty occupations) and associated H-1B visa costs, which can range from $500 to $2,000 for 
each filing.  

When we prepared our draft report, the  Manual was silent as to reimbursable foreign recruiting 
costs.  As such, we based our findings on our conversations with SED officials, who said they 
would expect to see that the provider requesting such reimbursement was able to document its 
unsuccessful domestic recruitment efforts.  Further, foreign recruits should be “program-ready” 
- meaning they already possess the bilingual and job-specific skills necessary for the positions.  
(SED officials subsequently included these criteria in its revised Manual, effective for fiscal 2013-
14.) 

Despite these significant charges, only eight internationally recruited bilingual teachers and 
therapists were actually hired during the audit period for the Programs.  
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We are disallowing the majority of these costs ($205,695), which include:

•	$54,655 in tuition costs to teach English to the foreign recruits; 
•	$48,977 in H-1B visa immigration fees for persons not working for the audited programs; 
•	$28,772 in associated travel expenses without Program-related support;
•	$17,629 in expenses for visa extensions for persons not working for the audited programs; 

and
•	$13,807 for temporary housing for recruits.

Recommendations

To SED:

1.	 Review the recommended disallowances resulting from our audit and make the appropriate 
adjustments to Bilinguals’ CFRs and reimbursement rates, as appropriate.

2.	 Work with Bilinguals officials to help them comply with Manual provisions.

To Bilinguals:

3.	 Ensure that costs reported on your annual CFRs comply with Manual requirements.

Audit Scope and Methodology
We audited the support for, and the propriety of, the expenses reported on Bilinguals’ annual 
CFRs for the three fiscal years ended June 30, 2011.  The objective of our audit was to determine 
whether the costs reported on Bilinguals’ CFRs were calculated properly, documented adequately 
and reimbursable pursuant to the Manual. 

To accomplish our objectives, we reviewed the SED Manual, Bilinguals’ CFRs and relevant financial 
records for the audit period.  We also interviewed Bilinguals officials, staff and independent 
auditors to obtain an understanding of their financial and business practices.  In addition, we 
assessed a sample of reported costs to determine whether they were supported, SEIT-appropriate 
and reimbursable.  Our review of Bilinguals’ internal controls focused on payroll and non-personal 
service procurement operations.

We conducted our audit in accordance with generally accepted government auditing standards.  
These standards require that we plan and perform the audit to obtain sufficient, appropriate 
evidence to provide a reasonable basis for our findings and conclusions based on our audit 
objectives.  We believe that the evidence obtained during our audit provides a reasonable basis 
for our findings and conclusions based on our audit objectives.

In addition to being the State Auditor, the Comptroller performs certain other constitutionally and 
statutorily mandated duties as the chief fiscal officer of New York State.  These include operating 
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the State’s accounting system; preparing the State’s financial statements; and approving State 
contracts, refunds and other payments.  In addition, the Comptroller appoints members to 
certain boards, commissions and public authorities, some of whom have minority voting rights.  
These duties may be considered management functions for purposes of evaluating organizational 
independence under generally accepted government auditing standards.  In our opinion, these 
management functions do not affect our ability to conduct independent audits of program 
performance.

Authority
The audit was performed pursuant to the State Comptroller’s authority as set forth in Article V, 
Section 1, of the State Constitution and Article II, Section 8, of the State Finance Law. 

Reporting Requirements
A draft copy of our report was provided to SED and Bilinguals officials for their review and 
comment.  Their comments were considered in preparing this final report and are included in 
their entirety at the end of the report.  

In response to our draft report, SED officials agreed with our recommendations and noted that 
they may pursue additional actions based upon the nature of our findings.

Conversely, Bilinguals officials assert that a significant portion of our disallowances are in fact 
bona fide program expenses, and the amount of bona fide program expenses they paid during 
the audit period more than offset our recommended disallowances. Their response goes on to 
detail their disagreement with our individual findings.  We address their areas of disagreement in 
our State Comptroller’s Comments also attached to the end of the report.

Within 90 days of the final release of this report, as required by Section 170 of the Executive Law, 
the Commissioner of the State Education Department shall report to the Governor, the State 
Comptroller, and the leaders of the Legislature and fiscal committees, advising what steps were 
taken to implement the recommendations contained herein, and if the recommendations were 
not implemented, the reasons why.



2012-S-65

Division of State Government Accountability 11

Division of State Government Accountability

Andrew A. SanFilippo, Executive Deputy Comptroller
518-474-4593, asanfilippo@osc.state.ny.us

Tina Kim, Deputy Comptroller
518-473-3596, tkim@osc.state.ny.us

Brian Mason, Assistant Comptroller
518-473-0334, bmason@osc.state.ny.us

Vision

A team of accountability experts respected for providing information that decision makers value.

Mission

To improve government operations by conducting independent audits, reviews and evaluations 
of New York State and New York City taxpayer financed programs.

Contributors to This Report
Frank Patone, CPA, Audit Director
Kenrick Sifontes, Audit Manager
Stephen Lynch, Audit Manager

Orin Ninvalle, CPA, Examiner-in-Charge
Legendre Ambrose, Staff Examiner

Katie Brent, Staff Examiner
David DiNatale, Staff Examiner
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Exhibit
Bilinguals Inc. 

Schedule of Submitted, Disallowed, and Allowed Program Costs (Codes 9135 and 9160) 
Fiscal Years 2008‐09, 2009‐10 and 2010‐11 

 
Program Costs  Amount Per 

CFR 
Amount 

Disallowed 
Amount 
Allowed 

Notes to 
Exhibit 

Personal Services       
       Direct Care  $7,153,119 $359,425  $6,793,694   
       Administrative   $835,612 $181,980  $653,632   
Total Personal Services  $7,988,731 $541,405 $7,447,326  A,B,C,D,F 
     
Non‐Personal Services     
       Direct Care  $4,940,837 $103,043  $4,837,794   
       Administrative   $130,283 $25,586 $104,697   
Total Non‐Personal Services  $5,071,120 $128,629 $4,942,491  A,E,G 
     
International Recruiting     
       Direct Care  $193,546 $192,753 $793   
       Administrative   $86,006 $12,942 $73,064   
Total International Recruiting  $279,552 $205,695 $73,857  A 
     
Total Program Costs  $13,339,403 $875,729 $12,463,674   
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Notes to Exhibit
The following Notes refer to specific sections of SED’s Reimbursable Cost Manual used to develop 
our recommended disallowances.  We summarized the applicable sections to explain the basis for 
each disallowance.  We provided the details supporting our recommended disallowances to SED 
and Bilinguals officials during the course of our audit.

A.	 Section II - Costs must be reasonable, necessary, program-related and sufficiently 
documented.   

B.	 Section II.14.A.4(a) - Compensation paid to a provider’s Executive Director and Assistant 
Executive Director may not exceed the regional median compensation paid to comparable 
personnel in public schools for similar work and hours of employment.

C.	 Section II.14.A.4(c) - For any individual who works for multiple programs or entities 
(including organizations that have a less-than-arm’s-length relationship with the approved 
program), the allocation of compensation must be supported by time and effort reports 
or equivalent documentation.

D.	 Section II.14.A.10 - Bonus compensation shall mean a non-recurring and non-accumulating 
(i.e., not included in base salary of subsequent years) lump sum payment(s) in excess 
of regularly scheduled salary which is not directly related to hours worked. Bonus 
compensation may be reimbursed if based on merit as measured and supported by 
employee performance evaluations.  Bonus compensation restricted to only administrative 
staff is not reimbursable. 

E.	 Section II.21.B - All personal expenses, such as personal travel expenses, laundry charges, 
beverage charges, gift certificates to staff and vendors, etc., are not reimbursable unless 
specified otherwise in the Manual.

F.	 Section II.46.B.2 - The cost of severance pay is reimbursable provided that such payment 
is required by law or by employer-employee agreement and the cost of the severance pay 
does not exceed two weeks’ pay for a full-time employee.

G.	 Section III.1.J.2 - Vehicle use must be documented with individual vehicle logs that include 
at a minimum: the date and time of travel, to and from destinations, mileage between 
each destination, purpose of travel and name of traveler.  
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Agency Comments - State Education Department
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Agency Comments - Bilinguals Inc.

*
Comment 

1

* See State Comptroller’s Comments, Page 23.
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State Comptroller’s Comments
1.	 Our report disallowances focus solely on expenses claimed for reimbursement by Bilinguals 

on its CFRs.  The positions we take on the various disallowances are discussed with, and 
agreed to by, SED officials before they are included in our report. 

2.	 At the time of our audit fieldwork, Bilinguals officials provided no evidence that the 
personal service costs in question were allocated properly to the affiliated companies. 
Bilinguals did not have time distribution or other records to support the allocations. 
Also, as a result of information Bilinguals provided to us after we issued our draft report, 
we reduced the amount of the recommended disallowance for these allocated costs by 
$7,592 (from $51,869 to $44,277).

3.	 Bilinguals officials correctly detail some of the audit procedures performed by our staff 
during the audit.  It is precisely those procedures that enabled us to reach and support 
our audit conclusions.

4.	 Page 6 of our report adequately explains our findings on bonuses.  It appears that Bilinguals 
would like to categorize the extra pay made to the noted employees as bonuses since 
they are limited to a 1.0 reimbursement for each full-time employee and would like to 
reimburse them for the extra hours they supposedly worked.

5.	 To clarify, when we assess the propriety of executive compensation, we consider the job 
title and salary charges to the CFR for the selected titles, and compare those charges to 
the limits established by SED for the relevant geographic region.

6.	 Bilinguals is headquartered in New York City (Region 1) and is the location in which 
Bilinguals’ ED and AED worked during our audit scope period.  

7.	 We’ve revised our report wording (page 8) to eliminate our paragraph on Bilinguals’ 
domestic recruitment efforts based on additional information provided to us by Bilinguals 
after the issuance of our draft report, and reduced our recommended disallowance, 
by $73,033, to allow for Bilinguals’ personal service related international recruitment 
expenses.  

8.	 We agree.  International recruiting is obviously more time consuming and costly than 
domestic recruiting efforts.  That is the reason SED expects providers to justify their need 
to do so and only pay for necessary expenses.

9.	 During the audit scope period, only eight individuals were hired to work in the audited 
programs as a result of Bilinguals’ international recruitment efforts.

10.	Once again, we disallowed any costs pertaining to individuals who did not work for the 
audited programs during the audit scope period.  

11.	As a matter of course, SED officials reconcile our recommended disallowances to those 
disallowances they may have previously identified and taken action on. 
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